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M. L. Goeglein is now president of the National Con- 
sumer Finance Association. The members of the Board 
of Directors paid him the honor of electing him to this 
position at their meeting in White Sulphur Springs, West 
Virginia, on September 29, 1951. He also becomes chair- 
man of the Board. 

Mr. Goeglein became a member of the Board of Direc- 
tors in October 1948 and has served one year on the 
Executive Committee. He was chairman of the General 
Convention Committee for the 1951 convention. 

In association work, Mr. Goeglein has won recognition 
for his hard work and efficient leadership. Among other 
things he has served with distinction as a member of the 
Board of Directors of the Los Angeles Credit Exchange 
Bureau, as a member of the Board of Directors and Ex- 
ecutive Committee of the California Loan and Finance 
(ssociation, and as vice president and president of that 
organization. 

Since 1946 our new president has been vice presi- 
dent of Pacific Finance Corporation of Los Angeles, Cali- 
fornia, in charge of that company’s far-flung loan opera- 
tions. He rose to that high executive position by successive 
promotions from the lower echelons after joining the 
Pacific organization in 1938. Even before he was called 
to Pacific because of his outstanding record. he had 
achieved notable reputation as a successful finance man 
in fast growing California—first as a Ford dealer. and in 
turn on the branch staff of Universal Credit Company 
and General Motors Acceptance Corporation. 

From his past association with its members, its com- 
mittees and its Board, Mr. Goeglein knows he will have 
the full cooperation of the National Association during 
his term as its president 

In the picture below, Mr. Lenihan is shown handing 
the gavel over to the new president. As he joins the 
growing ranks of the past presidents—an_ illustrious 
Mr. Lenihan can look back with satisfaction 
on the growth and achievements which become the his- 


‘ ompany 


tory of the year during which he served as president of 
the National Association. 


M. L. Goeglein and Barney J. Lenihan 


Richard E. Meier 


New Vice President of N.C.F.A. 


Richard E. Meier was elected vice president of Na- 
tional Consumer Finance Association by the Board of 
Directors on September 29, 1951. His election to this 
position indicates the high regard in which he is held by 
his fellow Board members and is also indicative of the 
manner in which he has evidenced his sincere interest in 
the welfare of the Association by giving of his time to the 
work of its Board and committees. 

Mr. Meier was elected to the Board in March 1946 and 
has been a member continuously since that time. He 
is serving his second year on the Executive Committee, 
was chairman of the Program Committee for the 1951 
Convention, a member of the Public Relations Committee 
and the Executive Committee’s liaison man on the Ad- 
vertising Committee. 

President of Interstate Finance Corporation, he was 
one of a small group of businessmen who shared in the 
founding of the company in the summer of 1920. He 
served in his original capacity as secretary of the organ- 
ization until 1925, became vice president in that year 
and president in 1931. 

Mr. Meier is a past president of the Indiana Associa- 
tion of Installment Credit Companies, Inc., and is pres- 
ently a member of its Board of Directors and Executive 
Committee. 

As an officer of the Association, Mr. Meier feels that 
he represents not one company or a group of companies 
but every member of the \.C.F.A. and it is his concept 
of service to carry out to the best of his ability the man- 
dates of the membership. His host of friends and well- 
wishers anticipate that he will be most successful in this 


undertaking. 
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Food for Thought 
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Total Credit 











Consumers owed $19,133 million for 
goods and services at the end of July. 
Of this total $12.898 million was on in 
stalment credit and $6,245 million was 
The full amount 
outstanding was down $123 million 
from a month earlier, but stood $838 
million above a year ago. 


The Wall Street Journal. 


noninstalment debt. 


Our Family Creed 
They are the principles on which my 
wife and I have tried to bring up our 
family. 
which my father believed and by which 
They are the 
which I 


They are the principles in 
he governed his life. 
principles, many of them, 
learned at my mother’s knee. 

They point the way to usefulness and 
happiness in life, to courage and peace 
in death. 

If they mean to you what they mean 
to me, they may perhaps be helpful also 
to our sons for their guidance and in- 
spiration. 

Let me state them: 

I believe in the supreme worth of 
the individual and in his right to life, 
liberty and the pursuit of happiness. 

I believe that every right implies a 
responsibility; every opportunity, an 
obligation; every possession, a duty. 

I believe that the law was made for 
man and not man for the law; that gov- 
ernment is the servant of the people 
and not their master. 

I believe in the dignity of labor, 
whether with head or hands, that the 
world owes no man a living but that it 
owes every man an opportunity to make 


a living. 


OCTOBER, 1951 


Culled from Here 
and There 
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I believe that thrift is essential to 
well ordered living and that economy 
is a prime requisite of a sound financial 
structure, whether in government, busi- 
ness or personal affairs. 

I believe that truth and justice are 
fundamental to an enduring social 
order. 

1 believe in the 
promise, that a man’s word should be 


sacredness of a 


as good as his bond, that character 
not wealth or power or position is of 
supreme worth. 

I believe that the rendering of useful 
service is the common duty of mankind 
and that only in the purifying fire of 


sacrifice is the dross of selfishness con 
sumed and the greatness of the human 
soul set free. 

I believe in an all-wise and all-loving 
God, named by whatever name, and 
that the individual's highest fulfillment, 
greatest happiness and widest useful- 
ness are to be found in living in har- 
mony with His will. 

I believe that love is the greatest 
thing in the world; that it alone can 
overcome hate; that right can and will 
triumph over might. 

These are the principles, however 
formulated, for which all good men 
and women throughout the world, ir- 
respective of race or creed, education, 
social position or occupation, are stand- 
ing. and for which many of them are 
suffering and dying. 

These are the principles upon which 
recognizing the 
father 


alone a new world 
brotherhood of man and the 


hood of God can be established. 


John D. Roc kefeller, Jr 





CALIFORNIA 
Ambassador Hotel, Los 
November 7-8 
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Bond Hotel, Hartford, November 
20 


Angeles, 


FLORIDA 
George Washington Hotel, West 
Palm Beach, October 25-26 
ILLINOIS 
Edgewater Beach Hotel, Chicago, 
October 30-31 
INDIANA 
Claypool Hotel, Indianapolis. 
November 29-30 
IOWA 
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May 14-15, 1952 
KENTUCKY 
Kentucky Hotel, Louisville, 
November 8 
MARYLAND 
Lord Baltimore Hotel, Baltimore, 
October 13 
MASSACHUSETTS 
Shelton Hotel, Boston, October 18 
MICHIGAN 


Statler Hotel, Detroit, November 
6-7-8 


MEETING SCHEDULE 


MINNESOTA 
Radisson Hotel, Minneapolis, Ov 
tober 24 
NEW JERSEY 
Essex House, Newark, October 25 
NEW YORK 
Albany, November 14-15 
OHIO 
Neil House, Columbus, 
October 16-17 
OKLAHOMA 
Biltmore Hotel, Oklahoma City. 
November 9-10 
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Multnomah Hotel, Portland, 
November 17 
PENNSYLVANIA 
Philadelphia, November 7-8 
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Jefferson Hotel, Richmond, 
tober 10-11 
WASHINGTON 
Spokane Hotel, Spokane, Novem- 
ber 10 


WEST VIRGINIA 
Huntington, October 24-25 














Highlights 


Annual 
Consumer Fi 


The 37th Convention and 
Meeting of National 
Association is history. It 
N( k \ con 

large the 
and the fel 
lowship and recreation afforded by the 


Hotel 


September 27-28-29 will 


hance now 


established new highs in 


ventions \ttendance was 
program was outstanding 
Greenbrier and = surroundings 
were supe rb 
be long remembered as the time of the 
White Sulphur convention. 

Your editors plan to publish in suc 
ceeding issues substantial excerpts or 


the full text of 


and many of the panel discussions will 


most of the addresses 


be printed and made available to the 
For the present we shall 
highlights of the 


membership 
attempt to review the 


convention 
Official Meetings 

The Executive Committee held an all 

day session on Tuesday, September 25 

With full attendance, 

work of the 


sidered and approved many committee 


the committee re 
viewed the past year. con 


reports, considered budget problems 
and recommended the adoption of the 
\ssociation 
Insurance Plan 
On Wed 


Board of 


convention session 


National Consumer Finance 
Prusteed 


for the 


Group Life 
benefit of members 
nesday, 
Directors held their 
in the Virginia Room of the Greenbrier 
all 25 
excepting only Past President 
New 


occasioned his 


September 26, the 


with members of the Board 
present 
Charles A 


Jer ey 


first 


Dougherty of Camden 
w hese illness 
years of service 
Board 


ofheers and 


absence in many 
Board. The 
reports of all 


on the heard and 
revie wed 
standing and special committees, ex 
amined them in detail, and made plans 
lor the year. \ 
budget was adopted and the Board of 


Directors adopted a 


coming tentative 


resolution recom 
mending to the annual meeting of the 
membership the adoption of the Na 
Association 
Plan 


Finance 
I ite 


tional Consumer 


lrusteed Group Insurance 


Committee Meetings 


A number of took ad 
their at White 


Sulphur to hold regular or annual meet 


committees 
vantage of presence 


ings. Just prior to the convention, the 
Public 
extended session at which they reviewed 
the work of the past 


the public 


Relations Committee held an 


year and set up 
relations program for the 


next year and thereafter This pro 
White 
Board 


where it 


gram was again discussed at 


Sulphur and submitted to the 
and to the 


approved and adopted 


membership was 


It contemplates 
a revision of the “Public Relations in 


Action” series, a new public relations 


[4] 


of the National Convention 


motion picture project, and a number 
of other programs calculated to reach 
The Law Commit- 
tee, and the Governing Committee of 


the general public. 


the Law Forum held their annual meet- 
ings on Wednesday, September 26, fol- 
lowed by a meeting of the membership 
of the 

ning, September 27, at 
A. Hellerstein of 


chairman of the Forum. 


Law Forum on Thursday eve- 
which time L. 
Denver was elected 
With a mem 
bership of more than 400 lawyers, the 
Forum is carrying on an extended 
Association and its mem 
Advertising Committee held 


I aw 
service for the 
1 he 


its meeting and the membership of the 


he rs. 


Forum. 
held its 


advertising 


Advertising 
500. 


and provided the 


now numbering 


nearly business session 
portion 
of the convention program. During the 
convention, the Nominating Committee. 
the Budget Committee and several other 
committees whenever 


were ih session 


time afforded an opportunity. 
First General Session 
Lenihan, president of the 
called the first 
session of the convention to order at 
10:00 a.m., September 27. The Honor- 
William C. Marland. Attorney 
General of West Virginia. delivered the 
with a 


Barney J. 


(ssociation general 


able 


address of welcome, response 
from M. L. Goeglein. vice president of 
the National President 


Lenihan then delivered the keynote ad 


Association. 


the convention. emphasizing 
“Better 
Through Sound Consumer 


dress of 


the convention theme, Living 
Financing.” 
Since we expect to publish his address, 
we shall not give the details here ex- 
that 


ran through the entire conven- 


cept to point out this convention 
theme 
tion. It was most ably developed by 
the president, and was followed by the 
outlining the 


Program Committee in 


program and by the speakers in de- 
veloping their subjects. 
Ihe convention then settled down to 


details. E. F. 


General 


a study of 
Wonderlic, 
Finance Corporation, spoke on “Person- 
Pro- 


experience, 


operating 


vice president of 


nel Problems, Training and 


grams.” QOut of a wide 


Mr. Wonderlic developed a program 
should make for highly 


which more 


trained personnel, happier relations 
with employees, and better service to 
the public at lower costs. This address 
led directly into the address of G. Rob- 
ert Becker, treasurer of Capital Finance 
which 


Corporation, followed, on the 


subject of “Cost Controls.” In days 
of fixed ceilings on rates but constantly 


costs, Mr. Becker 


control 


outlined 


make 


increasing 


methods of cost which 


for greater efficiency in operation and 
lower costs. 

The convention then moved into pub 
Walter W. Bel 
son, director of public relations of the 
Trucking 
livered a remarkable address on “The 
Fight for Men’s Minds.” We expect to 
publish this address, but all who heard 
Mr. Belson carried away with them a 
that 
business must regain its proper place of 


lic relations themes. 


American Associations, de 


recognition of the fact American 
respect and appreciation in the public 
mind. With all of the marvelous strides 
that American 
has failed to tell its story 


industry has made, it 
to each suc 
ceeding generation. Mr. Belson em 
phasized the need for creating undet 
standing that will maintain the prestige 


of American business. 
Governor MecKeldin’s Speech 
The 
the Colonnades 
The speaker was the Honor- 
able Theodore R. MeKeldin. Governor 
of the Free State of Maryland, 
held his capacity audience spellbound 


luncheon session convened in 


Dining Room Thurs 


day noon. 
who 


with his oratory and with his plea for 
American citizenship. The Gov 
ernor is a great speaker and the sound 
philosophy that he presented was high 
lighted with a sparkling wit that left 


solid 


everyone happy and thoughtful and 


challenged to better living. 


Second General Session 
William T. 
of Household Finance Corporation and 
chairman of the NCFA Public Relations 
Committee, opened the afternoon ses- 


Christian. vice president 


sion with brief comments outlining the 
public relations program. and then in 
troduced Elliott Taylor, manager of the 
Public Relations Pacific 
Finance Corporation, whe spoke on the 
subject. “We're Talking to a Parade!” 
You will want to read the text of his 
address, for he emphasized the fact that 
the public relations job is never done. 


Div ision of 


\ new generation of people comes out 
of high school and college every year. 
shifting. 
People’s needs and impressions are ever 


The community is constantly 


changing. A new audience must be in- 


formed every day in any business or 


industry. Yes, in public relations work. 
we are talking to a parade where we 
must appeal to new faces and new ears 
day. Richard O. Wiesner. ex 
ecutive vice president of the New York 
State 
in a brief but splendid address showed 
illustrations of the new techniques em- 
ployed in the New York Association 
for the presentation of facts about the 


every 


Consumer Finance Association. 


industry. Great strides have been 


CONSUMER FINANCE NEWS 





made by the New York Association 
which should be a challenge to state 
association executives everywhere. 

The convention then moved into the 
legal field. The Law Forum had 
planned and presented, under the chair- 
manship of L. J. Styskal, chairman of 
the Program and Publications Commit- 
tee, a vitally important program of dis 
cussions on legal subjects, including 
the following: “Regulations W and X,.” 
Joseph E. Newton; “Wage Controls,” 
David B. “Anti-Merger 
Statutes.” John G. Biel: “Soldiers” and 
Sailors’ Civil Relief Act.” Dean F. Bry- 
son; “Attorney's Guide in Bankruptcy.” 
Henry E. Wilhelm; “Right of Privacy.” 


Louis A. Hellerstein; “Secured Trans 


Lichtenstein: 


actions Under the Uniform Commercial 
Code.” Leo M. Gardner, and “New 
Small Loan Legislation and Decisions,” 
Roger S. Barrett. This program was 
of such great value to operating mem 
bers of the Association as well as to 
members of the legal profession that we 
plan to publish the papers for distribu 
tion to the membership. 

On Thursday evening the entire con- 
vention gathered for an hour of fellow 
ship in the great reception tendered to 
the members and guests in the beautiful 

Ballroom of the Greenbrier 
It was a delight to see the fel- 


Terrace 
Hotel. 

lowship of business associates and their 
friends who became better acquainted 
in the exchange of good will and fellow 
cocktail 
It was an outstanding success. 


ship at the reception and 


party. 


Advertising Program 
The Advertising Forum opened the 
Friday morning session with a business 
meeting at 9:00 a.m.. and then at 9:30 
Advertising Forum 


program, as follows: 


proceeded to the 
“Frequency of 
Charles E. Stoltz: 
“How to Cut Consumer Finance Direct 
Mail Costs.” Edward Glazer: “Adver 
Program for New Offices.” 
Thomas P. McGinn: “The 7 Cardinal 
Principles of Direct Mail.” Edward N. 
Mayer, Jr.. and “Which Copy Pulled 
Best—and Why?” by Richard Manville. 


Mr. Mayer emphasized the seven cardi 


Customer Mailing,” 


tising 


nal principles of direct mail. Having 
won a series of national awards for 
direct mail advertising, he spoke with 
authority. Richard Manville. origina 
tor of the feature “Which Copy Pulled 
Best?” in Printer’s Ink, illustrated his 
lecture with large slides comparing 
tested copy side by side and asking for 
participation in guessing 
pulled best. He then 


showed the slides again and pointed 


audience 
which copy 


out why the successful copy produced 
better 
gram was outstanding. 


results. The advertising pro 


The Economic Address 


Dr. Leo Wolman, protessor of 


OCTOBER, 1951 


nomics at Columbia University, de 
livered the economic address in which 
he discussed “The Economic Situation 
Today.” Dr. Wolman is a great speaker 
and a constructive thinker who is well 
informed about current economic facts. 
His address is worthy of publication 
and you may look for it in coming 


Issues, 


Golf Tournament 


On Friday afternoon, 100 


crowded the two professional courses at 


golfers 
the Greenbrier. Competition was keen, 


the day was perfect, and good fellow 


ge 
ship prevailed throughout. The prizes 
included the Michigan rotating trophy. 
the new Fred B. Snite, Jr., Trophy, and 
a large number of merchandise prizes. 
The golf tournament included special 
features, one player collapsing on the 
course and another, Clinton McHenry 
of Virginia, making a hole in one in a 
climactic finish on the 18th hole in front 
of the clubhouse gallery. 

While the golf tournament was in 
process, the women’s program pro 
ceeded in the Ballroom. Florence 
Bourke Ellis, book stylist and TV com- 
mentator, made a fascinating address 
on “The Men (and 


Came to Dinner.” in which she reviewed 


women!) Who 


her experiences in world travel. Ten 
nis, croquet, horseshoes, putting contest, 
and other recreational events occupied 
the rest of the conventioneers and put 
them in fine mettle for the annual 


banquet. 


The Annual Banquet 


highlight of 


any convention program, used all the 


The annual banquet. 


dining facilities of the Greenbrier to 


capacity. In the beautiful setting the 


men and women of the industry gath 


I. Lehr Brisbin 


Frank Brookes Hubachek 


ered in dinner dress for the great 
occasion and were rewarded by a stir 
ring and challenging address by the 
Honorable Calvin D. Johnson of Wash 
ington, D. C., former Congressman from 
the 22nd Illinois District. A special 
feature of the banquet session was the 
presentation of the Distinguished Serv 
ice Award of the National Association 
to two men who have rendered out 
standing service to the Association over 
a period of many years. The first was 
I. Lehr Brisbin of Philadelphia, who 
has served his state association in every 
official capacity, was treasurer of the 
National 
then vice president and president. He 


Association for many years, 


then continued to serve as chairman of 
the Membership Committee, and at this 
convention was elected treasurer. The 
award was then given to Frank Brookes 
Hubachek of Chicago, who has spent 
nearly all of the past twenty years on 
the Law Committee of the National 
Consumer Finance Association, rendet 
ing continuous service except when in 
service with the federal 
during World War IL. 


invaluable service to the consumer fi 


government 


He has rendered 


nance industry and is just now com 
pleting the new “Compilation of Con 
sumer Finance Laws.” for the benefit 
of the entire consumer credit industry 
For the first time in 
N.C.F.A. award was conferred upon a 


history, this 


con of a holder of the prized award 
his father having received the award in 
1942. After the banquet address, the 
rest of the evening was devoted to 


dancing in the Ballroom 


The Annual Meeting 


The annual business meeting of the 
(Association convened on Saturday, Sep- 
tember 29. in the auditorium with a 


(Continued on page ll 
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The Social Control of Consumer Credit Costs: 
A Case Study 


By CLYDE WILLIAM PHELPS 


Dr. Phelps is Professor of Economics 


at the University of Southern California 


is an interesting fact that whereas 


Consumers’ Price Index, represent 
an approximation of the trend of 
the cost of living as a whole for the 


American family, has increased by 


more than two-thirds since the prewar 
vears, the cost of consumer credit has 


been held down to the old peacetime 
levels 

important segment of the 
credit field the 


industry -the 


In one 
consumer consumer 


finance 


great war and 
postwar inflation in the costs of labor 


the prices of supplies, and other ex 


penses of operation made a considera 
high 


charged for consumer credit appear to 


ble increase in the already rates 


be inevitable An analysis of this prob 


lem. and its solution through wise so 


cial legislation. yields a case study 


which not only is of historical interest 
fruitful for 


but also may he future 


guidance 


The Background of the Problem 


The consumer finance industry, as 


commonly understood, consists of more 


than 6.000 licensed consumer finance 
offices operating in 30 states under leg 
islation modeled on the Uniform Small 


his 
1916 


Loan Le law, as originally 


drafted in restricted the size of 
the loans to be made (by setting a max 
$300) 


imum of and permitted a very 


high rate of charge on these very small 
loans. The loans could not help but 


average very small when the largest 


loans which could be made to balance 
the vast little loans of $20 
to $100 were limited to $300 


number of 


took the 


Uniform 


The social agencies which 
developing the 


as the le 


initiative in 


gis 


Small Loan Law, as well 
lators who enacted it into state legisla 
tion, realized the unavoidable cause and 
effect relationship between size of loan 
and percentage rate of charge. No 

very small loans and very high 


together So do 


as then 
rates inevitably go 
small loans and moderate rates And 
so do large loans and low rates 

This relationship Is ines« apably true 
whether 


Morris 


company, 


no matter who is the lender 


commercial bank, industrial or 


Plan bank 


credit union, or consumer 


industrial loan 
finance com 
smaller the loan 


pany The average 


made, the higher must be the percent 
age rate charged to cover expenses be 


cause many of these expenses are the 
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same in dollar amount regardless of the 
size of the loan. 

As the New York Banking Depart- 
ment points out in discussing the opera- 
tions of personal loan departments of 
banks and “One of 
the major elements in personal loan op 
made. In 


trust companies: 


erations is the size of loan 
any given year, most expenses tend to 
each 


be approximately the same for 


loan, whereas gross income is depend 
ent on the size of the advance — 


handling personal loans, many costs 


such as salaries, rent, advertising, post 
age. telephone, stationery and the like. 
tend to be the same for advances of 
valving sizes.” 

This principle of inverse relationship 
between size of loan and percentage 
cost applies to business loans as well 
as to consumer loans: big firms obtain 
very large bank loans at 2 percent per 
annum whereas the little businessman 
pays his bank a rate which is at least 
three times as high for his small busi 
ness loans 

The studies made of the cost figures 
revealed by the actual operating experi- 


Morris Plan 


industrial loan companies, per 


ence of industrial or 
sanks 
sonal loan departments of commercial 
banks, and consumer finance companies 
indicate that the high percentage rates 
of charge on very small loans are fully 
justified by the high ratios of costs in 


volved in providing the smaller sizes 


of loans. Nevertheless, their high rates 
of charge, caused by high costs of op 
always constituted a 


eration, have 


heavy problem in public relations for 
In addi- 


their high 
rates tended to become a serious prob- 


consumer finance companies. 
tion. by the mid-thirties 
lem in relation to their ability to com- 
effectively 


agencies 


pete with other lending 

But as leaders in the industry began 
to devote increasing thought to pos 
sible methods of reducing costs of op 
eration, the problem was transformed 
dramatically by the impact on costs of 
the inflationary forces generated by 
the defense, war, and postwar periods. 
The problem was no longer the sim- 
ple one, formerly regarded as not too 
pressing, of seeking to push down costs 
where and when possible. It became 
the urgent matter of somehow holding 


back 


costs to 


inevitable rise of 
heights, 


an apparently 
considerable which 
would seriously disadvantage both the 
families. 


companies and millions of 


The upward movement in the prices of 


labor, rent, equipment, supplies, and 
other expenses was far too strong to be 
offset by the short cuts and other econ 
introduced by the 


of the 


omies of operation 


companies under the pressure 


crisis which confronted them 
The Alternative Solutions 
to the idea in 


Steel 


One solution, similar 
Little 
been to accept the 


volved in the Formula. 


would have rising 


costs as inevitable under inflationary 
conditions, and to pass them on to con 
sumer borrowers by the enactment of 
legislation permitting the companies to 
their 


solution 


increase rates of charge 


Such a 


legal 
neither to 
to the 


representatives of 


appealed 
the leaders of the industry nor 
social workers and 


social agencies, with whom the com 


panies had worked closely since the 
birth of the industry a generation before 

Another solution would have been to 
proceed along the general lines of the 


OPA 


freezing of the existing legal 


idea and to simply proclaim a 
rates of 
loans 


charge on consumer instalment 


regardless of steadily increasing costs 
ot operation. The ineffectiveness and 
disastrous results of a solution of this 
type were only too well known to social 
agencies and students who had wit 
nessed over a period of many decades 
the failure of unwise legislation which 
attempted to prescribe rates of charge 
on consumer loans which were below 
costs of operation. 

In every state which had fixed rates 
below costs the invariable consequences 
had been: the driving out of the legally 
operating consumer finance industry. 
the introduction of thriving black mar 
kets (ie. the rise of 


“loan 


numerous un 
sharks”). a 
shrinkage in the volume of loan serv 


licensed lenders or 
ice available to meet the needs of con 
sumers, and the providing of this sery 
ice at extraordinary and exorbitant 
rates (120 percent per annum and up) 
of charge. 

Still other solutions might have been 
considered, for example, intervention 
by society for the purpose of subsidiz 
ing the industry so as to maintain rates 
of charge, or for the purpose of social- 
izing the industry or replacing it by a 
government owned and operated con 
obvious. 


would 


sumer loan service. It was 


however, that such intervention 
not prevent a rise in the true rates of 
charge, which would be composed of 
the apparent rate and the increased 


taxes needed to cover the subsidy or 
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the losses of government operation 


The taxes would have to come out of 


the poe kets of the beneficiaries or of the 


lower middle class since the multipli 
cation of the government's social wel 
fare programs was exhausting other 
tax sources. In addition, there were 
serious political and economic impli 
cations in social intervention of the 
types mentioned. 

In the end, it appeared that the most 
direct and effective solution to the urgent 
problem of holding down operating cost 
ratios, and thereby rates of charge to 
consumers, in the case of the consumer 
finance companies would be to increase 
the average size of their loans. To 
make this possible. wise social legisla 
tion would be necessary to raise the 
legal loan limit of the companies from 
the old $300 maximum to a _ higher 
limit, without increasing the rates of 
charge previously permitted on loans 
up to the $300 figure. and with lower 
rates prescribed for loans exceeding 
this figure. 

Then if the companies found a de 
mand for their services in amounts ex 
ceeding $300. they could make some 
of these larger advances and thereby 
increase the average size of their loans. 
It was hoped that. because of the in 
loans, 


creased average size of their 


the gross income of the companies 
would expand fast enough to cover 
the rise in their costs of operation 


caused by inflationary forces. 


The Question of Demand for 
Loans Above $300 


The question then arose: if the con 
sumer finance companies were per- 
mitted to make larger loans, would 
they actually find any demand for loans 
above $300 in size? In proof that ac- 
tual demand had developed for larger 
than $300 loans at consumer finance 
companies, lenders in the industry set 
forth the following arguments. 

The old $300 maximum loan limit 
was inadequate to meet modern needs. 
First of all, the $300 maximum loan 
limit was set a generation ago and 
inadequate and 
listic in view of the changes in con- 


had become unrea- 
sumer needs and in consumer incomes 
that had occurred. The studies lead- 
ing to the drafting of the Uniform 
Small Loan Law, with its $300 maxi- 
mum, were made by the Russell Sage 
Foundation in the years 1908-1916. The 
conditions under which the figure of 
$300 was arrived at as representing an 
adequate maximum were, thus, pre- 
World War I conditions. 

In those days, wages were only a 
fraction of what they became later: 
the average weekly earnings of factory 
workers were only $11.01 in 1914 as 
compared with $29.58 in 1941, and 
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$46.08 in 1944. 
the prices paid for food, clothing, and 
shelter and for operations and medical 
care-—was low in the early years of the 


The cost of living 


present century. The average worker 
who got into debt because of illness 
family 
need to borrow much to consolidate his 


past due bills and regain financial sol- 


or other emergency did not 


vency. 

Perhaps more important, he did not 
incur indebtedness for the vast array of 
goods now com 


Workers 


did not. in addition to ordinary living 


consumers’ durable 
monly purchased by workers. 


expenses, go into debt for automobiles, 


radios, refrigerators, television sets. 


deep freeze units, and so on. There 
was negligible use of instalment credit 
and very little use of even charge ac 
count credit by the average family in 


pre-World War I days. 


in those days in contrast with modern 


( onsequently, 


times, there was but little opportunity 
for consumers to get into debt. And 
when they did, their need for borrowed 
money was very small as compared with 
their present requirements. 

Since pre-World War I days, the gen 
eral level of prices had risen and the 
cost of living had gone up. This meant 
that the purchasing power of the dol- 
lar had fallen, that a dollar would not 
buy as much in the 1940's as in 1914. 
In other words, the consumer had to 
pay more dollars—and to borrow more 
dollars—to meet his needs than was 
necessary a generation before. 

In 1941, when Regulation W to con- 
trol consumer credit was introduced 
by the federal government, it was rec 
ognized by the Board of Governors of 
the Federal Reserve System that loans 
for consumer purposes were made by 
banks and other agencies up to at least 
$1,500 in size. Later. when after being 
terminated on November 1, 1947, Reg- 
ulation W was restored on September 
20. 1948. this figure was 
$5.000. The total of many a family’s 
debts ranged from $500 to $1,000 in 
stead of from $100 to $300, as in earlier 
days. 

Customers needing more than $300 


raised to 


were having to borrow from two or 
more lenders. During the wartime in- 
flation, consumer finance company ex- 
ecutives submitted actual records for 
many years showing that a considerable 
number of borrowers had been borrow- 
ing concurrently from two or more 
lenders because the $300 maximum loan 
obtainable from one company was too 
small to meet their needs. For ex- 
ample, at hearings in the state of In- 
diana in 1944 it was brought out that 
the records of a consumer finance com- 
pany operating eleven offices in the 
state within the $300 limit of the small 
loan law showed that “a substantial de- 
mand for larger loans exists among its 


own customers which is not being filled 
by existing agencies.” 

At the time of the hearing, the offices 
had 2.352 open accounts which were 
$300 loans when made. About half of 
these $300 borrowers (1,193 out of the 
2.352) owed other creditors a total of 
$203,756. or an average of $171 per 
after the $300 
The average total in 


borrower immediately 
loan was made. 
debtedness of these borrowers was $471 
each, namely, $300 to the consumer fi 
nance company and $171 to others. For 
each borrower a sworn financial state 
ment listing all obligations, prepared 
by the borrower at the time of apply 
ing for the loan, and also a statement 
of the purposes of the loan, was sub 
mitted in evidence. 

In addition to the $300 borrowers, 
who represented about 16 percent of 
the total accounts, some of the bor 
rowers of smaller sums owed debts ex 
ceeding $300 and were in need of a 
consolidating loan exceeding 
$300 in size. 


service 


The data submitted related to a war 
year when consumer indebtedness was 
at an abnormal low as compared with 
normal times. Because of higher in 
comes, federal government restrictions 
on the use of consumer credit, and ab 
sence of consumers’ durable goods from 
the market during the war, total con 
sumer debt fell from almost 10 bil 
lion dollars in 1941 to less than 5% 
billion dollars in 1943. After the war 
total indebtedness per borrower, and 
consequently the need for loans above 
$300, became much greater, as was 
foreseen during the war period. 

Consumers who wish to consolidate 
their past due bills owed to various 
creditors generally prefer to do so by 
securing a loan from a single lender 
rather than from two or more lenders. 
This is true especially if a larger loan 
can be secured at a lower rate of 
charge than two or more smaller loans. 
When loans of more than $300 are per 
mitted, the lender benefits from the op 
portunity to increase the average size 
of his loans and thereby to reduce his 
ratio of operating costs. The borrower 
of more than $300 benefits from a lower 
average rate than those charged on two 
or more loans of $300 or less. 

At the Indiana hearings, it was esti- 
mated that at least 11,000 of the cus 
tomers of consumer finance companies 
in the state would benefit from provi 
sions enabling the companies to make 
loans larger than $300. The $300 bor 
rowers were sent questionnaires inquir 
ing whether they would like the oppor- 
tunity of borrowing more than $300 
if needed, and a 30 percent return was 
received. Of those replying, 81 percent 
said they would like the opportunity 


(Continued on page 14) 
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Barney Lenihan and Governor McKeldin of Maryland 


G. Robert Becker of the Operations Panel 


Walker W. Belson speaking on public relations 





Calvin D. Johnson addressing the Annual Banquet 


Women’s Entertainment Committee: L. to R. Mrs. Umphrey, Mrs. 
Snite, Mrs. Barnes, Mrs. Ingram, Mrs. Geoglein, Mrs. Lenihan 
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Ten Thousand People 


By CURTIS A. WILLIAMS 


Every Seventh Family Was a Feature at County Fair 


Vr. Williams is executive vice presi 
dent of the Pennsylvania Consumer Fi 
nance Association 

This is the story back of the accom 
panying picture. Immediately in front 
of and inside of the tent was conducted 
what we guess was the biggest short 
publie relations project ever staged by 
any association of consumer finance 
companies. It is readily evident that 
the talkie, Every Seventh Family, was 


the feature attraction 


The Allegheny County Free 
Fair. The occasion for the project 
was the fourteenth annual instalment 
of the 


August 


Allegheny County Free Fair 
30-September 3. Allegheny 
County is the one of which Pittsburgh 
is the county seat. The population of 
the County is about 1,500,000 but the 
Fair draws from a much larger area. 
The estimated attendance this year was 
about one million, climaxed by 300, 
000 on Labor Day The word “Free” 
‘J.Q.” Public and his 
family pay nothing except for pop and 


means just that 
hot dogs. No admission fee—no turn 
stiles: hence the estimate of attendance. 
Everything expected at a great fair 
was there, and of the finest quality. 


The concessionaires pay the bill 


The Tent. The thing that facili 
tated the project most admirably was 
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the 40°x 60’ tent with a comfortable 
seating capacity of about 300. It was 
pitched right in the middle of the 
principal exhibit area, where a con- 
stant stream of people was moving by. 
Except around noon when the sun was 
shining brightly the showing of pic 
At a big fair peo 
ple get tired and welcome a place to 


tures was excellent. 


sit and relax. For that the tent was 
ideal when the weather was not too 
hot. When the tent was filled the en 
trance was closed so the audience 
would not be disturbed. All who were 
inside were politely invited to remain 
to the end of the show so there would 
be no unnecessary disturbance. Every 


thing was kept very orderly. 


The Films. The showing ot Every 
Seventh Family constituted the major 
feature of the project and that was 
\ pro 


fessional union operator was employed 


pushed in every way possible. 


with an excellent projector and the 
showing was sinoothly done every time. 
Almost without exception the people 
liked it and said so freely. But in each 
audience there were children, and even 
though they did not understand the 
feature picture they remained quiet 
waiting for the animated cartoon with 


which eac h show ended. 


The Projection Clock. A _ very 
valuable adjunct to the whole project 


was the Kalck Projection Clock which 
s advertised in Pennsylvania Con 
sumer Finance NEWS. 


intermission the projection dial was 


During each 


switched onto the movie screen and 
flashed such messages as the follow 
ing to the gathering audience. 

“This is an information project. not 
promotion.” 
“We hope you are enjoying the Fair. 


for immediate business 


We are here to help you.” “Pennsyl- 
vania Consumer Finance companies 
made 897.000 loans last year.” “With- 
out consumer credit, life blood of in- 
“Half 


County's families have 


dustry. our mills would close.” 
of Allegheny 
borrowed from consumer finance com 
panies.” “125 Consumer Finance Com 
Allegheny County 


“This Association has over 


panies located in 
Fair area.” 
100 members within the Fair area.” 
“There are 44 consumer finance offices 
in Pittsburgh ready to serve home- 
makers.” “We congratulate the Uni 
versity of Pittsburgh for introducing 
Consumer Credit.” “These fine people 
here will answer your questions about 
credit.” 


Number of Showings and At- 
tendance. The Fair grounds opened 
at 10:00 a.m. and closed 11:00 p.m.. 
except on Sunday, 2:00 to 7:00 p.m 
A complete show, including the two 
films and brief introductory remarks 
by an attendant required about 45 min 
utes. Getting one seating in and out 
took another 15 minutes. This made 
possible about one show per hour, and 
every hour available was so used. Fifty 
shows with an average attendance of 
200 is a conservative estimate in the 
absence of the actual record count 
which was kept. This means that in 
the five days at least 10,000 persons. 
men, women, and children, were our 
guests and saw Every Seventh Family 


Literature Distributed. One pur 
pose in planning the project was to 
provide personal contacts with the pub 
lic and opportunity to place in peo- 
ple’s hands appropriate pieces of lit 
erature concerning the consumer fi 
nance business. Qn each side of the 
entrance just outside of the tent was 
a table on which was kept a supply of 
three different pieces of literature pub 
lished by Association. 
The feature item was the small pam 
phlet. “Do You Know the Answers?” 
About 15,000 copies of it were handed 
to people seeing the show or picked 


Pennsylvania 


up by others passing by but not enter 
ing the tent. 


CONSUMER FINANCE NEWS 





The larger booklets. “Why, How, 
What. and Who of the Pennsylvania 
Small Law.” and “Thirty-Four 
Years of Small Loan Service in Penn- 


Loan 


were reserved for more defi- 
About 1,000 
each of these were distributed during 


sylvania™ 
nitely interested visitors 


the five-day stand. 


One misgiving about such indis- 


criminate distribution of the litera 
ture proved to be groundless under the 
circumstances. Representatives of the 


Pennsylvania Association anticipated 


seeing the fair grounds littered with 
our pamphlets but were agreeably sur 
prised to find that they were dropped, 
instead. into the shopping bags and 


taken home Note picture again 


Sponsorship and Operation of 
the Project. The three-fold sponsor 
ship of the project was the Pennsyl 


vania Consumer Finance Association, 
the Pittsburgh Lenders Exchange Bu 
reau. and twenty-six association mem- 
ber interests with loan offices in the 
Fair area. It was initiated by the as 
sociation as one of its county fair ex 
periments for this year. Plans and 
actual operation were under the per 
President E. H. 
Haupt of the association. With the 
Williams, ex- 
ecutive vice president of the associa- 
tion. and W. W. Gerhard. district di 


rector of public relations for House- 


sonal direction of 


exceptions of Curtis A. 


hold Finance Corporation as helpers 
the job was done by the people of the 
Fair territory. President Haupt’s spon- 
soring committee was made up of su- 
pervisors and principals of association 
member _ interests. Included were 
Chestet Conghenour, H. M. Bowers. 
and H. A. Pfeiffer of Personal Finance 
Co.; R. H. King and E. M. Olsen of 
Household Finance Corporation; W. S. 
Gratton of Family 
tion; Harry Stuhlmuller of Guardian 
Financial Corporation: Henry Graeber 
of Lincoln Loan Corporation; R. G. 
Mumma of Pittsburgh Thrift Corpo- 
ration: John A. Wagner of First Fi- 
delity Credit Corporation; Phillip Mil 
ler of Miller Finance Company; J. M. 
Stewart of Puritan Finance Company. 


Finance Corpora- 


Crews of six or eight men and women 
worked in shifts to conduct the project. 
About sixty people volunteered or were 
assigned from cooperating companies 
to help do the job. They enjoyed it. 


Streamers, Signs and Posters. 
\ big streamer like the one seen in 
the picture was stretched across the 
other end of the tent. Although the 
tent opened at both ends the people 
were directed to enter and leave by 
the end in the picture 

The large poster partly visible in 
the picture bore the names of the coop- 
erating interests. It was finally taken 


inside and placed near the movie screen 
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because the press of the crowds out 
side obscured it from view. 

There appeared all around the in 
side of the tent attractive 
16” x 24”, carrying appropriate 


posters, 
about 
which 


suggestions of purposes for 


small loans are frequently granted. 


Misealeulations and Ideas. On 
the whole everyone was delighted with 
the way the project turned out. Some 
mistakes were made that could easily 
be avoided if it is to be repeated. New 
ideas developed and were carefully re- 
President Haupt for in 
corporation with next year’s plans if a 


corded by 


repeat performance is ordered 


Highlights of the 
National Convention 


Continued from page >) 


splendid attendance of the membership. 
It featured an address by the president 
and reports by all the other officers of 
the Association. 
of the Association reported its activities 


Then each committee 


during the year and received the ap 
proval of the Association membership. 
The Group Insurance Committee pre 
sented their plan for the National Con- 
Finance Trusteed 
Group Insurance Plan for the benefit 
of the « mployees of member companies 
in the Association. A lively question 
period and discussion followed and the 
plan was formally adopted as an Asso 
An election of mem- 
bers of the Board of Directors resulted 


sumer Association 


ciation project. 


in the election of those whose names 
appear on the inside front cover of this 
issue. The Board of Directors then 
elected the officers and the Executive 
Committee. Their names also appear 
on the inside front cover of this issue 
and need not be repeated here. 


Inaugural Luncheon 


The convention concluded with the 
Inaugural Luncheon in the Colonnades 
Dining Room of the Greenbrier Satur 
All of the members of 
the new Board of Directors and the 


day afternoon. 


Executive Committee were introduced 
and then the officers were installed. 
Mr. Lenihan, outgoing president, gave 
his farewell address and M. L. 
lein, when installed as president, de 


Coeg- 


livered his inaugural address, challeng 
ing the Association membership to meet 
the changing situations of the coming 
year with confidence, ingenuity and 
fortitude. Among other things he said. 
“We have gained the respect of the 
community. We have adhered not only 
to the limits of the law but have re 
spec ted the spirit of the law as well. 
We must maintain the confidence and 
respect of the entire community on the 
basis of merit.” Continuing, he said 
that while we may not know what the 


future holds for us, we do know what 
the past has contained. We know that 
the past year has been a highly success 
ful one for the consumer finance busi 
ness and our Association. It is not 
only a pleasure but a privilege to work 
with you in Association activities for the 
welfare of the industry and of the pub- 
lic. “We must devote ourselves to bet 
ter living through sound consumer 
financing.” 

{ special feature of the Inaugural 
Luncheon was the awarding of the golf 
J. Dillon, chairman of the 
Recreation Committee. He also dis- 
tributed 
ational events. 


prizes by T. 
prizes for the other recre- 
As the concluding cere- 
mony of the convention, Past President 
I. L. Brisbin. on behalf of the entire 
beautiful 
watch to outgoing President B. J. Leni 
han, inscribed with sentiment which 
represents the heartfelt thanks of the 
Association to Past President Lenihan 
who has served the Association so well 


Association, presented a 


during the past year The inscribed 
legend said 


In Appreciation 
Barney J. Lenihan 
President 1950-51 
National Consumer Finance Association 


The president then announced that 
the next annual convention of the As 
sociation will be held at Chalfonte 
Haddon Hall, Atlantic City, New Jer 
sey, October 6, 7, 8 and 9, 1952. and 
the 37th Convention and annual meet 
ing adjourned. 





Our Appreciation... 


for the nice reception given 
the new simplified loan forms 


at Greenbrier.* 
° 


To those who were unable to 

secure forms or information 
please write us. 

The snapout loan sets are now 

licensed 


available for most 


states. They are real time 


? 
savers... 


DAN GRIFFIN 
Finance Business Forms Corporation 
100 North LaSalle Street 
Chicago 


Convention 


r Finance Asso 














Personalities 


Charles E. Stoltz, Advertising 
Manager of Interstate Finance Corpo- 
Evansville, Indiana, born 
attended the 
public and graduated from 
Central High School there in 1937. 
Interstate as an outside 
1939 and 
was promoted to branch manager in 
1941. He 
Army in May 1942 and trained as an 
Army Classification Specialist and Per 
sonnel NCO. He was in the European 
Theatre of Operations from May 1944 
to December 1945 and 
as Staff Sergeant 

Mr. Stoltz 
January, 1946 and was assigned to the 


ration, was 


in Evansville, Evansville 


sf hools 


He joined 
representative in December, 


November, went into the 


was discharged 


returned to Interstate in 


Louisville office as collection manager 
Mr. Stoltz became advertising man 
August. 1946. It 
seems that an advertising manager had 
Richard E. Meier, 


president of the company, to come to 


ager for Interstate in 


been engaged by 
Evansville from Chicago but the man 
selected decided later not to come. It 
was then decided to pick a man for this 
position from among Interstate’s pres 
The records disc losed 


had 


high 


ent employees. 
that Mr. Stoltz 


manager for his 


been advertising 


= hool annual 
publication of the 
selected. For the 
had the 


agency 


and the monthly 


=f hool bal he was 
first two years in the job he 
help of an outside advertising 
but he is now on his own 

Mr. Stoltz is a member of the 
ville Advertising Club and the Evans 
ville Industrial Editor's 


In addition to his other duties at Inter 


Evans 
Association. 
state he is editor of “Interstatements,” 
the employee house organ 

Mr. Stoltz is married to the 
Couch who was Mr. 


former 
Meier ’s 


have one son 


Rosemary 


secretary and they 
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WENTY Years Ago in the News) 


Personal Finance News, October 1931 
National Officers, 1930-1931: 


President, T. M. Kaufman; Vice President, L. K. Os- 
borne; Executive Vice President, W. Frank Persons; 
Treasurer, T. J. Harrison; Secretary, Edgar F. Fowler 


“Our convention effort must always be keyed in timeliness, propor- 
tion, and emphasis to the demands of the season.” 

This statement appeared in these columns a year ago in a review of 
1930. 


American Association in formulating the program for this year’s con- 


the convention of It has been the guiding principle of the 
vention. 

While last year’s emphasis was placed upon developing fully the idea 
of “Personal Finance—A Service Industry,” this year the effort is to 
determine the true place of our business in the consumer credit struc- 
ture of the country. Just as it would have been impossible to explore 
the service aspect of personal finance without giving large attention 
to its social responsibilities, it is equally impracticable to relate our busi- 
ness to its cousins and neighbors in adjacent fields without giving 
primary attention to economic principles and business methods as they 
are found in operation in these other credit-giving agencies. Accord- 
ingly, men distinguished in the fields of business promotion, general 
finance, retail credit, and the instalment business have been invited to 
favor us with an examination of the current business situation in terms 
of their own special knowledge and experience. 

These contributions from the outside are insurance against the danger 
of inbred thought, of measuring business conditions and developments 


More- 


over, since the weight of significance is being directed at practical con- 


only in terms of our own experience in a highly specialized field. 


siderations, it is altogether fitting that appropriate attention be given 
to the operating problems of personal finance. This is being done in 
a series of seven round tables planned to afford a comprehensive exchange 


of views on the outstanding practical problems of our business 
WTO OV 


Surely the available evidence concerning the use and extent of con- 
sumer credit in the United States calls for no misgiving. The figures 
at hand show that it is a puerile gesture to raise the bugaboo of con- 
sumer credit as an impending specter on the economic scene. The alarms 
and sirens purporting (observe the word) to warn our economic barque 
of the shoals of consumer credit need be given scant attention. So 
long as the volume of consumer credit increases at a slower rate than 
the total annual realized income of individuals in the United States, 
so long as the volume of instalment sales to consumers remains in a 
relatively static position, so long as the habits of saving and thrift for 
all income classes continue to be increasingly manifest in savings deposits, 
in investments in building and loan associations, to say nothing of the 
increasing flow of funds into comparatively stable corporate securities, 
the vigorous advancement of consumer credit institutions, rationally 
administered, may be regarded as a normal manifestation of the evolu- 


tionary process in the credit phase ot business. 


—FrANK Parker, P/.D., Professor of Finance, 


Wharton School of Finance and Commerce. 


‘A 


“wi 
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Consumer Credit Course So Se Oe Ra ae oe eee ee ee 


\ course in consumer credit inaugu- Interstate Loan Company, William J. 
rated last year as an experiment at the Cheyney, Executive Vice President, 
Wharton School of Finance and Com- National Foundation for Consumer 
merce, University of Pennsylvania. is Credit. David H. Finek, Vice Presi 
again being offered through the cur dent, Beneficial Management Corpora 
rent academic year beginning October tion, L. J. Ingram, President, Capital 
1951. The success of this course at the Finance Corporation, Paul L. Selby, 
Wharton School has furnished the in Executive Vice President, National Con 
centive for similar courses in colleges sumer Finance Association 
and universities throughout the coun 
try. For example. this year the Uni 
versity of Pittsburgh. Lehigh Univer ® Samples of the most colorful and 
sity and Northwestern University are 


offering a similar course as a regular REGULATION WwW 
arb ppnsrne FORMS 


Originally sponsored 


delphia Credit Bureau. the course this Carried in stock for 


year will have the Pennsylvania Con 

sumer Finance Association, the Penn IMMEDIATE DELIVERY 
sylvania Bankers Association and the _—- 
Pennsylvania Credit Union League as Statement of Borrower 
additional sponsors Designed to give Statement of Changed Conditions 
a thorough coverage of the entire field Exempt Credits Statement 


of consumer credit. the faculty will be 


effective Holiday mailing pieces 
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Cards . . Folders Self 

Mailers 
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ATELY! 


composed of outstanding executives 

DUNCAN PRINTING 
department store fields, among whom CORPORATION 

are I, Lehr Brisbin, Assistant Treas 714 North Capitol Avenue 
urer. Girard Investment Company, T. INDIANAPOLIS 4, INDIANA 


N. Burke. Executive Vice President. 


in the banking, finance company and 
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The Social Control of Con- 


sumer Credit Costs: 


Continued from page 7) 


of borrowing more than $300; 8 per 
cent said that it didn’t make any dif 
ference; and 11 percent said that $300 
Some consumer finance 
make loans in In 


was enough. 
companies today 
diana in excess of $300 under other 
statutes than the small loan law. 
tnalyses of percentage distributions 
of loans revealed a bulge in the num 
ber made at $300. 
testimonies of individual borrowers in 


Records and sworn 


Indiana revealed that borrowers from 
consumer often 
needed to borrow more than $300 but 


finance companies 
were compelled by the $300 maximum 
loan limit to take only $300 from one 
consumer finance company and secure 
the remainder from another lender. 
How prevalent this situation was in 
retaining the old $300 


other states 


maximum loan limit may be appre 
ciated by studying tables showing the 
percentage of loans of various sizes 
made by the consumer finance com 
panies 

Where there is no arbitary low limit 
placed upon the loans by consumer 
finance companies, banks, or any other 
kind of 


expect to find the sizes of loans dis 
tributed First, a 


lender, one would logically 


about as follows 
small or fair percentage of the loans 
made will be of the smaller sizes. A 
larger percentage will be of medium 


size Then there will be a tapering 
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off, with smaller and smaller percent- 
ages of the loans being in the larger 
sizes. Such a situation is shown in 
the first column of Table 1 designated 
by the heading “Normal.” 

The proportion of the total 
which were for $50 or less is 11 per- 
cent. The percentage rises to 24 in 
($50-$100) 
and then, except for one slight break, 


loans 


the next larger size class 


smaller and smaller 
made in each of the larger size classes. 
rhe situation presented by Column | 


percentages are 


of this table may be graphically rep 
resented by a curve. Such a curve, ris- 
ing from the smallest sizes to the me- 
dium size and then tapering off down 
through the larger sizes of loans is 
merely what anyone would reasonably 
expect in a lending business not arbi 
trarily limited as to loan sizes. 

The situation for consumer finance 
companies operating under the old $300 
maximum loan limit of the Uniform 
Small Loan Law is strikingly differ- 
ent, as indicated in the second column 
(headed “Restricted”) of Table 1. It 
will be noticed that the percentage of 
total loans in each size class is pra 
tically identical in the two columns of 
Table |] up to the $250-$300 size class. 
In each column, the same percentage of 
loans is made in the $50 or less size 
class, the largest percentage of loans 
is made in the $50-$100 class. and each 
of the next three larger $50 size classes 


have smaller percentages of loans. 


Taste |. Percentace or Consumer 
INSTALMENT LoANs IN DiFrERENT 


Size CLAsses, 1945 


PER CENT OF TOTAI 
NUMBER OF LOANS 
Normal Restricted 
$50 or less 1] 
50.01—100.00 

100.01-150.00 

150.01-200.00 

200.01-—250.00 

250.01-300.00 

300.01-400.00 

100.01--500.00 

Over $500.00 


SIZE OF LOAN 


Total 100 100 


But in Column 2, the next size class 


($250-$300) shows an extraordinary in 
crease in the percentage of loans. 
thereby sharply reversing the tapering 
off of the statistical trend. This great 
bulge in the maximum size class of 
loans in states having the $300 loan 
limit suggests that if loans could have 
been made for larger sizes, there would 
have been a very much smaller percent- 
age of $250-$300 loans, and that the 
still larger size classes would have 
shown decreasing percentages of loans, 
as in Column 1 where there is no pro- 
nounced bulge in the $250-$300 size. 


This exaggerated bulge at this size 
of loan was exhibited not only in the 
Illinois figures for 1945 (which are rep- 
resented by the Column 2 figures in 
Table 1) but in the data for all other 
states where consumer finance com- 
panies had not been enabled by legis 
lation to make loans of more than $300. 
The bulge did not appear in Ohio data 
(which are represented by the Column 
l figures of the table) and in those of 
the several other states where, by reg- 
istering under discount laws in addi- 
tion to small loan laws, consumer fi- 
nance companies had found it possible 
to lend up to $1,000. 


The Question of Adequacy of 
Loan Service Above $300 
While it became clear in the early 
1940's that consumer finance companies 
would find a demand for their services 
in amounts exceeding $300 if the ar 
chaic legal loan limit were revised up 
wards, the argument was advanced that 
all needs for loans above 
$300 could be served by the banks and 
other lenders for whom loan limits had 
little 
maximums ranging up to from $3,500 
to $5,000. 


that the bulge revealed by analvses of 


consumer 


practical meaning. their legal 


In reply, it was pointed out 


percentage distributions of loans made 


under the $300 maximum limitation 


(as exhibited in Table 1) indicated 
that many borrowers needing more than 
$300 were unable to meet the require 
ments of banks and other lenders. and 
were borrowing the maximum of $300 
at one consumer finance company and 
getting the rest from another lender. 
It was admitted that banks and othe 
competitors of the consumer finance 
companies make many large consumer 
loans. But they do not meet the de 
mand for loans of more than $300 com 
ing from consumers who customarily 
finance com 


Furthermore, most banks do 


borrow from consumer 
panies. 
net want to meet this demand. This is 
because the risk and the expense in- 
volved in serving these consumers ex 
ceed banking standards. 

Banks are engaged in lending thei 
depositors’ money. Also they have rel 
atively low rates of charge determined 
by bank policy, by tradition. and by 
law. Because of these reasons they 
cannot afford to make loans which are 
partially or totally unsecured or which 
Naturally, 
therefore, many consumers cannot qual- 
ify for credit at the banks and custom- 


involve @xpensive servicing. 


arily borrow from consumer finance 
companies, which have no depositors’ 
money to risk and which are permitted 
to charge higher than so-called “bank 
rates” so that they may handle the 
more risky and expensive loans. 

To protect themselves, banks usually 


require the consumer to pledge security 
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equal to or in excess of the face of the 
note: collateral in the form of stocks 
or bonds, savings accounts, insurance 
policies having large cash surrender 
values, real estate, or automobiles. In 
case the borrower cannot pledge se 
curity, he must obtain co signers or en- 
dorsers who do have security accept- 
able to the bank. It is exceptional for 
banks to make large consumer instal- 
ment loans merely on a_ borrower's 
signature or on his household goods. 
In contrast, more than three-fourths of 
the loans made by consumer finance 
companies are on household chattels 
or are wholly unsecured. Loans of the 
consumer finance companies are made 
predominantly to meet emergencies and 
are not, except to a very limited extent, 
for the durable 


purchase of major 


goods. They have often been des ribed 
as remedial loans. 

Thus. while banks handle a large vol 
ume of consumer loan business, it is 
well known that they must of neces 
sity follow a selective policy in their 
lending so as to minimize risk and ex 
pense. This selective loan poli Vv brings 
it about that banks serve largely a dif 
ferent class of consumers than those 
served by the consumer finance com 
panies, whether loans above or below 
$300 are under consideration 

It appeared. therefore. that a need 
existed for the provision of loans above 
$300 by consumer finance companies 
and that such lending by the companies 
for the most part would not be directly 
competitive with. or a duplication of, 
the consumer lending business of banks 
or other types of lenders Not only 
was there a need for serving borrowers 
of more than $300 which was not being 
met by banks and other lenders be 
cause of risks and = other factors. 
There was also a social need for com- 
petition generally in this field, and 
there will always be a need for such 
competition as long as bankers and 
others are willing to give more than 
lip service to the preservation of our 
system of free competitive enterprise. 
It is to the best interests of the worker 
and ordinary consumer to build up 
the competitive capacity of the licensed 
consumer finance company. 

While the companies, because of the 
risks they accept and the many very 
small loans they make. cannot charge 
as low rates on loans above $300 as 
can an efficiently operated bank, their 
activity in competing tor these loans 
will keep the 
Maintenance of the old $300 maximum 


banks on their toes. 


loan limits in consumer finance com 
pany legislation would tend to give the 
banks at least a partial monopoly (a 
monopoly in many 
loans above $300. 
But free and fair competition among 


pretty complete 


communities) on 


a variety of different types of lending 
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services is needed for the protection of 
consumers. 

This policy has been followed in the 
past as a sound one. For example, 
when 10,000 commercial banks wanted 
to enter a brand new field for them 
the making of instalment 
loans in amounts up to $2.500 or $5,000 

no opposition was raised on the basis 


consumer 


that they would compete with the in 
dustrial or Morris Plan banks and in- 
dustrial loan companies already mak- 
ing the very same type of loans. It 
was not argued that the industrial 
banks and industrial loan companies 
should have this field reserved to them 
as a partial monopoly. Similarly, when 
industrial or Morris Plan banks began 
their recent trend of conversion into 
commercial banks under state and fed 
eral charters, no objection was made. 
It was not contended that the com 
mercial banks already in the field 
should be protec ted from the direct 
competition in their commercial bank 
ing business involved in this trend. 
The movement among consumer fi 
nance companies was not to enter a 
brand new field of lending as in the 
foregoing cases. It was merely to 
serve more adequately and cheaply the 
same kind of borrowers they had been 
serving for more than a quarter of a 


century. 


The Question of Adequate Loan 
Service Below $300 


The movement to increase the maxi 
mum loan limit fer consumer finance 
companies promised several benefits 
It would enable the companies to meet 
the needs of those consumers requiring 
loans of more than $300 who are not 
served by banks or other types of lend 
ers. It would make it possible for 
the companies to increase the size of 
their average loan and thereby hold 
down their operating cost ratios and 
their rates of charge on all loans. This 
benefit not only 


development would 


customers borrowing from $100 to 


$300, but also, and even more impor 
tant, the great number of consumers 
borrowing very small amounts from $20 
to $100. 

The commercial banks have been less 
able to meet the demand for all loans 
under $300 than the needs for all loans 
exceeding that figure. The banks do 
transact a small proportion of their 
consumer loan business in loans of 
$100 to $300. But here their volume 
is limited by the same handicaps of con 
siderations of risk and expense (and to 
a far greater degree) which were men 
tioned above in explaining why the 
banks cannot fill all the demand for 
loans above $300. And banks make 
only a negligible proportion of their 
consumer instalment loans in the sizes 
of from $20 to $100 which today ac 
count for from one sixth to one fifth 
or more of a consumer finance com 
pany'’s total loans. The rates charged 
by banks on consumer loans, although 
very high as compared with their 
rates on business loans, are far too 
low to permit making more than a 
relatively small number of loans of less 
than $100 

Some banks frankly refuse to make 
loans of less than $100 


have a definite policy which publicly 


Some do not 


states that their lower limit is $100, 
but in practice gracefully refuse appli 
cations for less than this amount be 
cause of “lack of sufficient credit in 
formation.” “lack of adequate security, 
or any one of a number of other plau 
Some banks do not fol 


low a definite policy of avoiding the 


sible reasons. 


making of any loans whatever under 
$100. Making a loan of less than $190 
from time to time as a spe ial accom 
modation (for example. to the servant 
of a person who is a substantial cus 
tomer of the bank, to a person who has 
enough in his savings account to meet 
his need but does not wish to with 
draw it), is regarded as advantageous 
for publicity and building good will for 
the bank in the community 


you can buy 
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But while these banks do not posi 
tively avoid or definitely refuse loans 
of less than $100, they do not actively 
The banks 


cannot be blamed for not meeting more 


attempt to serve this field. 


than a trivial part of the great need for 
loans of $20 to $100. At their com 
monly advertised rates of $5 or $6 per 
$100 per year, banks would collect a 
tetal of only 50 or 60 cents on a $20 
loan to be repaid in 6 months. This 
charge would not even cover the cost 
of a credit report, to say nothing of 
the expense of interviewing, of making 
out the papers. of posting the instal 
following 


ments collected, of up on 


slow payments. These are some of the 
extra out-of-pocket expenses which can 
bee completely avoided by politely tell 
ing the applicant at the outset, when 
he enters the door and states the 
umount he desires to borrow, that the 
bank is unable te accept applications of 
that size 

Of course, no lender has to charge 
on a very small loan enough to make 
the loan completely pay its way and 
yield a profit As long as he charges 
enough to at least cover the extra out 
of-pocket expenses caused by the par 
without 


ticular loan, he can make it 


loss, and attempt toe secure a_ profit 


from other loans. But when the amount 
collected by a bank on a very small 
loan fails to cover more than a frac 
tion of the 
volved, the bank cannot be blamed for 


extra, or direct, costs in 


net making more than a small propor 
tion of such loans, and charging the 
loss to publicity or good will 

At first glance, it would seem that a 
possible solution to this problem might 
be to authorize the banks to charge 


considerably higher rates. But the 
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banks have an extreme aversion to be- 
coming known as high rate lenders. 
Several years ago some bankers be 
came intensely bitter in replies to those 
who pointed out that the charges of 
$6 per $100 per year. which are gen 
banks, 


amount to about 12 percent per an- 


erally advertised by really 
num, and that the minimum charges 
of $1 to $5 or more collected by banks 
on very small loans frequently repre 
sent interest at the rate of 20 percent 
to 40 


(Minimum charges are not permitted 


percent or more per annum. 
by consumer finance companies undet 
the Uniform Small Loan Law.) 

That the banks and other competi 
tors of the consumer finance com 
unable to fill all the need 
for loans of $20 to $100 and up te 


$300. is shown by a fact acknowledged 


panies are 


by all students of the small loan prob 
lem. This is the fact that it is in those 
eighteen states not having an effective 
small loan law enabling consumer fi 
nance companies to operate that loan 
sharks are still rampant. charging rates 
of 10 


These states have plenty of commercial 


percent per month or more 
banks with personal loan departments, 
industrial banks and loan companies. 
credit unions, and other types of lend 
ers. The only type of agency they lack 
is the consumer finance company op 
erating under effective legislation based 
upon the Uniform Small Loan Law. 
Yet scholarly studies have shown that 
in -Kansas, North and South Carolina. 
Texas, and others of the eighteen states 
referred to. the loan sharks flourish 
right alongside of the banks. The 
Better Business Bureau in St. Louis 
and Kansas City, law enforcement of 
ficials, and newspapers have called at 
shark 


which have sprung up throughout Mis 


tention to the loan activities 
souri since 1946 when the state’s small 


loan law was invalidated through a 
constitution of 
Only in the thirty 
having consumer finance companies op- 


erating under fully effective legislation 


provision in the new 


the state. states 


based upon the Uniform Small Loan 
Law has the loan shark evil 
In those thirty states the self- 
interest of the regulated companies and 


been 


solved. 


the effective regulatory powers of the 
state supervisors result in quick elimi- 
nation of any lean shark who com 
mences operations. 

Thus, the 
panies fill a great part of the demand 
for loans of $20 to $100 and up to 
$300 which is not, and cannot be, ade 
banks and 


Keeping down the rates 


consumer finance com 


quately served by other 
institutions. 
charged for these sizes of loans was 
one of the great social benefits to be 
expected from helping the consumer 
finance companies to hold down operat- 


ing cost ratios in spite of inflationary 


direct and ef 
fective way to halt the increase in these 


pressures. The most 


costs appeared to be a raising of the 
maximum loan limit so as to permit the 
companies to increase their average loan 
by making some of the larger size loans. 
By increasing their gross income to off 
set inflationary increases in expenses. 
the companies would be enabled to con 
tinue to furnish an adequate loan serv 
ice to borrowers of very small sums at 
no increase in rates, 


Social Intervention to Raise 
Loan Limits 

During the past decade social inter 
vention enabling consumer finance com 
panies to meet the needs of consumers 
for advances in excess of the old $300 
maximum established by the Uniform 
Small Loan Law of 1916 has taken sev 
eral main forms. 

First. states which have recently en 
acted legislation based upon the Uni 
form Small Loan Law have specified 
maximums higher than the old $300 
limit. Thus, the California Act (1939) 
set no limit. the Washington Act (1941) 
prescribed $500, and the Nebraska 
(1943) and Ohio (1943) Acts, $1,009. 
(No limit was set in the Ohio Act as 
originally passed, but the maximum 
was later fixed at $1.000.) 

Second, in some of the states which 
adopted legislation based on the Uni- 
form Small Loan Law many years ago. 
a trend has begun to raise the old $300 
limit by amending the loan maximum 
section of the law. By such amend 
ments the limit was raised te $500 in 
the states of Illinois and Michigan in 
1947, in New Jersey in 1948, and in 
Connecticut and New York in 1949. 

Third, in some of the states named 
(Colorado, Indiana. 
Massachusetts. 


others 

Maryland. 
New Hampshire. 
vania, Rhode Island. Utah. and Wiscon- 
sin) there are now additional statutes 


and in 
Louisiana, 


Oregon, Pennsyl- 


under which consumer finance com- 


panies may qualify soe as to satisfy 
needs of consumers for financial as 
sistance in excess of $300. This statu 
tory system permits loans larger than 
$300 to be made at rates which are com 
mensurate with the risk and expense 
involved in consumer lending. — In 
some of these states consumer finance 
companies, after they have submitted 
adequate proot of necessity, may be 
granted authority to operate discount 
companies to handle their applications 
for loans of more than $300, thereby 
supplementing their loan service. 
However, in such cases a consumer 
finance company must organize sub- 
sidiary companies, keep separate and 
different kinds of books and records for 
the offices of the company and the of 
fices of the subsidiaries, make separate 


reports. and so on. The first two types 
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of social intervention discussed (enact- 
ing new legislation based on the Uni- 
form Small Loan Law and providing 
therein for adequate loan limits, or 
simply amending the loan maximum 
section of the state’s existing small loan 
act) avoid this duplication and consti- 
tute much more wise social legislation. 


Conclusion 


During the past decade consumer fi- 
nance companies. which for a gen 
eration have constituted one of the 
major sources of consumer credit, were 
brought face to face with a crisis com- 
pounded of high costs and rates of 
charge, with steadily increasing com- 
petition and strong inflationary forces 
acting against fixed limits to sizes of 
loans and rates of charge set by law. 

This problem was solved by wise so- 
cial legislation which neither subsi- 
dized the industry at the expense of 
taxpayers nor froze loan limits and 
rates at the social cost of black markets 
and shortage of financial facilities for 
millions of American families, but 
which limited its intervention to sim- 
ply removing an obstacle to the satis 
factory functioning of private enter 
prise in serving the needs of the people. 
Moreover, the solution adopted of rais 
ing the legal maximum loan limits not 
only avoided a_ threatened rise in 
charges to consumer borrowers (either 
through increase in legal rates or 
growth of unlicensed lending): it ae- 
tually brought about a reduction in 
the rates required for consumer finance 
company operation, 

The solution is, of course. neither 
complete nor permanent. It is not yet 
complete because some of the states 
have not thus far provided for higher 
loan maximums or have provided for 
smaller increases than are socially ne 
essary and desirable under today’s con 
ditions. Indeed, some states have no 
effective small loan law at all. It is not 
a permanent and final solution because 
tomorrow consumers and consumer fi 
nance companies may face another 
period of inflation. 

All of this leads to the conclusion 
that the discarding of the old $300 
maximum loan limit principle, sacred 
in small loan theory fer a generation, 
has marked a sort of révolution in the 
thinking of social workers and students 
of consumer credit; that it is now con 
sidered unrealistic to regard some cer 
tain fixed maximum. whether it be 
$300 or $500 or some other figure. as a 
“basic principle” or a fetish: that the 
maximum for consumer loans must be 
adjusted to fit the realities of the chang 


ing world in which consumers live 
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Will’ 10,000%e°500,000 


More Working Capital 
Help Your Business? 


HERE’S HOW TO GET IT... 
USUALLY IN ONE DAY 


Resolute Insurance Company has a proposal for increasing 
working capital that is solving the problem for hundreds of 
finance and loan companies RIGHT NOW. If you are faced 
with the need for additional working capital for any business 
reason . . . expanding operations, higher wholesale, higher 
retail . . . this proposal offers many advantages without the 
usual disadvantages. 


NO FIXED COMMITMENTS 


Under the Resolute’s Compensating Balance Plan, you do not 
sell stock, debentures or other capital issues. You do not 
make any long term interest or dividend commitments. We 
do not become a partner in your business or interfere with 
ownership, management or profits. 


A CONTINUING SOURCE 


Resolute’s Compensating Balance Plan funds are usually ob- 
tainable within one day from the first contact and are avail- 
able for as long as you need them. They can be increased, 
decreased or eliminated whenever your needs dictate. You 
PAY ONLY for the funds you use. . . while you use them. 


ONLY ONE REASONABLE CHARGE 


There are no preliminary fees, no commissions or other extras. 
Our charge is 2!.% per annum and is a tax deductible expense. 
We can get started quickly, then function automatically, no 
matter where you are located. And our resources are ample, 
no matter how large your requirements. Just write, wire or 
phone the office below and say, “Send me complete informa- 
tion about the Compensating Balance Plan.” 


RESOLUTE INSURANCE 
COMPANY 


Assets In Excess of $14,000,000 


HARTFORD 2,CONNECTICUT 
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Major General William F. Dean. of Berkeley, California- Medal of Honor. In the 
hard early davs of the Korean War. when it was Red armor against American 
rifles. General Dean chose to fight in the most seriously threatened parts of the 
line with his men. At Taejon. just before his position was overrun, he was last 
seen hurling hand grenades defiantly at tanks 

General William Dean knew in his heart that it's every man’s duty to defend 
America. You know it, too. The General's job was in Korea and he did it superbly 
well. Your defense job is here at home. And one of the best ways to do that job is 
to start right now buying your full share of United States Defense*® Bonds. For 
remember, your Defense Bonds help keep America strong, just as soldiers like 
General Dean keep America safe. And only through America’s strength can vour 
nation and your family and you have a life of security 

Defense is your job. too. For the sake of all our servicemen. for vour own sake. 
help make this land so powerful that no American again may have to die in war. 


Buy Lnited States Defense* Bonds now——for peace! 





Remember that when you're buying home usually is money spent So sign 
bonds for national defense, you're up today in the Payroll Savings Plan 
also building a personal reserve of where you work, or the Bond-A- 
cash savings. Remember, too, that if Month Plan where you bank. For 
you don’t save regularly, you generally your country’s security, and your 
don’t save at all. Money you take own, buy U.S. Defense Bonds now! 


*CLS. Savings Bonds are Defense Bonds - Buy them regularly! 





